Act to Promote Economic Stability and Growth?
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Full citation:

Act to Promote Economic Stability and Growth ofu®d 1967 (Federal Law Gazette |,
p. 582), as most recently amended by Article 13thefOrdinance of 31 October 2006
(Federal Law Gazette |, p. 2407)

Enacting clause
The Bundestag has adopted the following Act withdbnsent of the Bundesrat:
Section 1

In their economic and fiscal policy measures, teddfation and thiedndershall observe the
requirements of overall economic equilibrium. Thessasures shall be taken in such a way
that, within the framework of the market econonfmgyt simultaneously contribute to price
stability, to a high level of employment and extdrequilibrium, accompanied by steady and

adequate economic growth.
Section 2

(1) The Federal Government shall present an areamsdomic report to the Bundestag and the

Bundesrat in January each year. The annual econepuct shall contain:

1. comments on the Annual Report of the Council of&tigon the basis of section 6
subsection (1), third sentence, of the Act on thedintment of a Council of Experts on

! This working translation of th&esetz zur Férderung der Stabilitat und des Wachstder Wirtschafis
provided by the Language Service of the Federaldfinof Finance. Only the German text of this At
authentic.
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Economic Developmehof 14 August 1963 (Federal Law Gazette |, p. 685)amended
by the Act of 8 November 1966 (Federal Law Gazetpe 633);

2. a statement on the Federal Government’s economdi¢iseal policy aims (annual
projection) for the current year; the annual priggtshall employ the same methods and

form as the national accounts, using alternativ®@aiats where necessary;
3. a statement on the economic and fiscal policy nreasuianned for the current year.

(2) Measures under section 6 subsection (2) andn@under sections 15 and 19 of this Act
as well as under section 51 subsection (3) ofriberhe Tax Actand undesection 19®f the
Corporation Tax Aé¢tmay be taken only if the Federal Government siamglously provides
substantiation to the Bundestag and Bundesrastitht measures are required to prevent the

aims stated in section 1 from being jeopardised.

Footnote

Italics in section 2 subsection (2): now sectiors@Bsection (5) of the Corporation Tax Act
Section 3

(1) In the event that one of the aims stated itiged. is in jeopardy, the Federal Government
shall provide guidance data for simultaneous, caederactices (concerted action) by the
political subdivisions, trade unions and enterpassociations to achieve the aims stated in
section 1. These guidance data shall contain,riticpéar, a presentation of the overall

economic conditions in light of the given situation

(2) Where one of the parties concerned so dem#amel§ederal Ministry of Economics and

Technology shall explain the guidance data.
Section 4

In the case of external disturbances to the ovecalhomic equilibrium which cannot be

averted by domestic measures or can only be dopaiiimg the aims stated in section 1, the

2 Gesetz Uiber die Bildung eines SachverstandigenrateBegutachtung der gesamtwirtschaftlichen
Entwicklung

® Einkommensteuergesetz
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Federal Government shall avail itself of all poksitmeans of international coordination.
Insofar as this does not suffice, it shall usegt@nomic policy instruments available to it for

the purpose maintaining external equilibrium.
Section 5

(1) In the federal budget, the extent and compmwsitif expenditures and of authorisations to
enter into commitments affecting future fiscal ygesnall be calculated in such a way as is

required to achieve the aims stated in section 1.

(2) In the case of an extension in demand excedtmgconomic capacity, resources should
be budgeted for the additional repayment of debtheé Deutsche Bundesbank or for
allocation to a reserve for counterbalancing cwtlftuctuations.

(3) In the case of a decline in general econontiviacjeopardising one of the aims stated in
section 1, additionally required covering resourstesuld, as a first step, be withdrawn from

the reserve for counterbalancing cyclical fluctoas.
Section 6

(1) In executing the federal budget, the Federaldaament may, in the event of an extension
in demand exceeding the economic capacity, auththes Federal Ministry of Finance, for
the purpose of achieving the aims stated in sedtjaa make the use of certain funds, the
commencement of construction measures and thereptato of commitments affecting
future financial years dependent on its prior cahs€he Federal Ministry of Finance and the
Federal Ministry of Economics and Technology shadipose the required measures. The
Federal Ministry of Finance shall use the resoyratasch have thereby become available
after the end of the financial year, for additiorgggayment of debts to the Deutsche

Bundesbank, or allocate them to the reserve fontesbhalancing cyclical fluctuations.

(2) The Federal Government may determine thatyercase of a decline in general economic
activity jeopardising one of the aims stated irtisecl, additional expenditures shall be
effected; subsection (1), second sentence, ab@lebghapplied. The additional resources
may be used only for purposes provided in the tiredmplan (section 9 in combination with

section 10) or as financial assistance for pauditylimportant investments by thé&nderor
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by municipalities (associations of municipaliti¢s)avert a disturbance of the overall
economic equilibrium (first sentence of paragraphof Article 104a of the Basic Lay To
cover the expenditures, the necessary funds shasil first step, be withdrawn from the

reserve for counterbalancing cyclical fluctuations.

(3) The Federal Ministry of Finance shall be auigen to borrow up to 5 billion Deutsche
marks in excess of the authorisations providedrnfdne Budget A¢t with the aid of money
market paper where necessary, for the purposergdsidin subsection (2) above. Insofar as
such borrowing is debited against a borrowing aughtion subsequently granted by a

Budget Act, fresh recourse may be taken to the taborrow.
Section 7

(1) The reserve for counterbalancing cyclical fllattons shall be accumulated at the
Deutsche Bundesbank. Resources from the resereetioterbalancing cyclical fluctuations
may be used only to cover additional expenditutgsyant to section 5 subsection (3) and
section 6 subsection (2).

(2) The Federal Government shall decide whethet@améhat extent resources from the
reserve for counterbalancing cyclical fluctuatisheuld be disposed upon in executing the

federal budget; section 6 subsection (1), secontksee, shall be applied.
Section 8

(1) A title without appropriation shall, for expahdes under section 6 subsection (2), first
and second sentence, be taken up in the budge¢nBitpres from this title may be effected
only with the consent of the Bundestag and ontgvenues are available from the reserve for
counterbalancing cyclical fluctuations or from lmwing under section 6 subsection (3). The
bill shall be submitted simultaneously to the Bustdg and the Bundesrat. The Bundesrat
may present its comments to the Bundestag withinviweks. The Bundestag shall be
deemed to have granted its consent if it has riosee to do so within four weeks after

receipt of the Federal Government’s bill.

® Grundgesetz

NB: the first sentence of paragraph (4) of ArtitBa of the Basic Law is now number 1 of paragi@p'of
Article 104b of the Basic Law.

® Haushaltsgesetz
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(2) In addition, a title without appropriation, f@venues from the reserve for
counterbalancing cyclical fluctuations and fromroaring under section 6 subsection (3)

shall be taken up in the federal budget.
Section 9

(1) The budget management of the Federation shdlalsed on financial planning covering a
five-year period. The financial planning shall gesthe extent and composition of expected
expenditures and the possible means of covering exjgenditures in their correlation to the
presumed development of overall economic poterntiabugh alternative accounts where

necessary.

(2) The financial plan shall be prepared and sultisit2d by the Federal Ministry of Finance.
It shall be adopted by the Federal Government abcthgéted to Bundestag and Bundesrat.

(3) The financial plan shall each year be adjuttetbvelopments and carried forward.
Section 10

(1) For their respective areas of jurisdiction, ta@eral ministries shall prepare multi-annual
investment programmes as documents for the finBplganing, and send them together with
the other requirement estimates to the Federaldttinof Finance on the date to be
determined by the Federal Ministry of Finance. Federal Government shall determine the

areas of jurisdiction for which investment prograesare to be prepared.

(2) Composed according to urgency and in one-yaaians, the investment programmes
shall record the investment projects to be impleet:in succeeding years. Each one-year
section should indicate the investment projectsetcarried forward or initiated, specifying
the partial amounts falling in the relevant yeanalcing assistance from the Federation for
third-party investments shall, applying the sameqgyples of composition, be recorded in a

separate part identifying the type of financing.

(3) The investment programmes shall each year justad to developments and carried

forward.
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Section 11

In the case of a decline in general economic agtjgopardising one of the aims stated in
section 1, the planning of suitable investmentgmty shall be accelerated in such a way that
their implementation may be commenced at shorteaofihe responsible federal ministries

shall take all further measures required to acatdehe awarding of investment orders.
Section 12

(1) Federal funds, and financial assistance eslheajaen for specific purposes to agencies
not belonging to the federal administration shdagdgranted in such a way that it does not

conflict with the aims stated in section 1.

(2) Together with the draft of the federal budgie¢, Federal Government shall every two
years submit to the Bundestag and Bundesrat atgtatisummary on the financial assistance
designated in subsection (1) above that is inq@aer composed according to financial

assistance which serves:
1. the support of enterprises or sectors of the ecgnom
2. the adjustment of enterprises or sectors of tha@og to new conditions, and

3. the promotion of advances in productivity and thenpotion of the growth of enterprises
or sectors of the economy, in particular throughdbvelopment of new methods or types
of production.

(3) Composed according to subsection (2) abovemargary of the tax concessions together

with the estimated reductions in revenues shadiriiosed.

(4) With respect to the summaries designated isexttions (2) and (3) above, the Federal
Government shall indicate the legal grounds orrotiéigations on which the respective
financial assistance and tax concessions are basddyhen, under the law in force, the
termination of financial assistance and tax corioesss anticipated. It shall at the same time
make proposals concerning the legal or other camditfor an earlier termination or phased
elimination of obligations. To this end, a time edhle shall be prepared corresponding to the
composition stated in subsection (2) above.
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Section 13

(1) The regulations stated in sections 1, 5, 6ettimns (1) and (2) shall apply accordingly to
the ERP Special Fund.

(2) With the agreement of the Federal Ministry ofdhce, the Federal Ministry of Transport,
Building and Urban Development shall issue the irdequired under section 1 for the
Deutsche Bundesbahn.

(3) Public-law bodies, institutions and foundati@ssablished and controlled directly under
federal law should, within the framework of theisks, take the aims stated in section 1 into

consideration.
Section 14

Sections 5, 6 subsections (1) and (2), sectio2d 11, as well as section 12 subsection (1),
shall applymutatis mutandiso the budget management of thinder. The arrangement of

responsibilities shall be a matter for thénder.
Section 15

(1) To avert a disturbance of the overall econoagjailibrium, the Federal Government may,
by means of a statutory instrument and with theseahof the Bundesrat, order that the
Federation and the&inderhave to allocate resources to their reservesdonterbalancing

cyclical fluctuations.

(2) The statutory instrument shall determine thialtamount to be raised by the Federation
andLander. Without prejudice to the amounts to be allocatedier subsection (4) below, to
the reserves for counterbalancing cyclical flugtra, it should not in any one fiscal year
exceed three per cent of the tax revenue genebogtdte Federation arlcinderin the

preceding fiscal year.

(3) Insofar as the Federation dréhderdo not agree any other raising of resources, they
shall raise the total amount in proportion to thax revenue in the preceding fiscal year,
taking into consideration the equalisation grani$ @qualisation contributions under the
Landerfinancial equalisation scheme. When calculatirggtétx revenue of theander, the

local authority taxes of theanderof Berlin, Bremen and Hamburg and the subsididseto
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effected under section 6 subsection (2) of the Esptaon of Burdens Adétshall not be taken
into consideration. In cases where the Federatiamdividual LAnderhave already allocated
resources to their reserves for counterbalanciegoay fluctuations in the same fiscal year,

these shall be debited against their obligations.

(4) If income tax is increased on the basis ofah#norisation in section 51 subsection (3)
number 2 of the Income Tax Act and corporationdaxhe basis afection 19of the
Corporation Tax Act, the Federation and tl@dershall additionally and continuously
allocate amounts from their revenue from incomesatact corporation tax to their reserves for
counterbalancing cyclical fluctuations over thei@eduring which the tax increase applies,

in each case allocating the amounts accordingg@tbportion between the percentage by
which the income tax and the corporation tax haenkincreased and the sum formed by 100

and this percentage.

(5) The amounts allocated to the reserves for @batancing cyclical fluctuations on the
basis of a statutory instrument under subsectipalfttve or pursuant to subsection (4) above
may be withdrawn only if they have been released biatutory instrument of the Federal
Government to which the Bundesrat has given itseonn The release shall be permissible
only to avoid a decline of general economic adtijgbpardising one of the aims stated in
section 1. The first and second sentences aboVebshapplied to the resources designated in

subsection (3), third sentence, above.
Footnote

Italics in section 15 subsection (4): now see sac®3 of the 1977 Corporation Tax Act,
legislation directory A 611-4-4

Section 16

(1) In their budget management, municipalities assbciations of municipalities shall take

account of the aims stated in section 1.

" Lastenausgleichsgesetz
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(2) Through suitable measures, tténdershall take steps to ensure that the budget
management of the municipalities and associatibnsumicipalities meets the requirements

of policy on the economic cycle.
Section 17

The Federation and th&indershall supply each other with the information whigh
necessary to implement budget management in litteayclical conditions and to prepare

their financial plans.
Section 18

(1) A Council on the Economic Cycle for the puldector shall be formed attached to the
Federal Government. The Council shall consist of:

1. the Federal Minister of Economics and Technology ttwe Federal Minister of Finance;
2. one representative of eachnd,

3. four representatives of the municipalities andasgociations of municipalities
determined by the Bundesrat at the suggestioneoéehtral local authority associations.

The chair of the Council on the Economic Cycle kbalthe Federal Minister of Economics

and Technology.

(2) The Council on the Economic Cycle shall conaattording to rules of procedure to be
issued by the Federal Minister of Economics anchiietogy and at regular intervals on:

1. all policy measures on the economic cycle requioeachieve the aims of this Act;
2. the possible means of covering the borrowing rexspént of the public budgets.

In particular, the Council on the Economic Cyclalsbe heard before any measures are
taken under sections 15, 19 and 20.

(3) The Council on the Economic Cycle shall forspacial committee for public-sector
borrowing issues, which, chaired by the Federalitén of Finance, shall consult according

to rules of procedure to be issued by the Fedenaiskér of Finance.
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(4) The Bundesbank shall have the right to paritgpn the consultations of the Council on
the Economic Cycle.

Section 19

In order to avert a disturbance of the overall eroic equilibrium, the Federal Government
may, be means of a statutory instrument and weltctinsent of the Bundesrat, order that the
Federation, théander, the municipalities and associations of municipegias well as special
funds and special purpose associations limit tbeypement of monetary resources by means
of borrowing within the framework of the borrowiagthorisations shown in the budget acts
and budget byelaws. The first sentence above sbaHdpply to borrowing by municipalities,
associations of municipalities or special purpas®aiations to finance investment projects

by those of their commercial enterprises withogalgersonality in their own right.
Section 20
(1) Statutory instruments under section 19 may ipethat

1. for a period that is to be determined, borrowinghey agencies designated in section 19 is

limited to a maximum amount;

2. within the framework of the maximum amounts setarntumber 1 above, borrowing of a
particular nature or amount, especially bonds ansoagainst borrowers’ notes, may be
raised only in accordance with a time scheduleamy in compliance with terms of
credit (section 22 subsection (1) and (2)).

(2) The maximum amount under subsection (1) nurfitsyove must, in respect of each
agency and fiscal year, be at least 80 per cetiiteatfotal borrowed by it on average over the
last five statistically recorded fiscal years beftre issuing of the statutory instrument;
liquidity loans and loans for working funds, loagranted by the Bundesbank or one of the
agencies designated in section 19 as well as loanise purposes designated in section 19,
second sentence, shall not be taken into consideratthis regard. In order to
counterbalance fluctuations in the borrowing regment of municipalities, associations of
municipalities and special purpose associatioresptaximum amount for them may be
reduced to 70 per cent. The amounts thus reledmsdicbe allotted by theénderto those
municipalities, associations of municipalities apecial purpose associations that have to

fulfil particularly urgent investment tasks.
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(3) Statutory instruments under section 19 shd#mene the extent to which third-party
borrowing which in economic terms is equivalenbtmrowing by any of the agencies
designated in section 19 shall be debited agduestiaximum amount under subsection (1)
number 1 above. Third-party borrowing shall be take¢o consideration especially insofar as
such third parties perform financing tasks for ohéhe agencies designated in section 19 or
insofar as such agency facilitates borrowing thioungerest subsidies or allocations of

equivalent effect.

(4) Statutory instruments under section 19 shaliried to a period of not more than one

year.

(5) After their promulgation, the Bundestag shallnotified without delay of statutory
instruments under section 19. They shall be castelithout delay if the Bundestag, within

six weeks of their promulgation, so demands.
Section 21

If one of the agencies designated in section 19 dogborrow its proportion within the
framework of the maximum amount under section 2iseation (1) number 1, one of the
other agencies designated in section 19 may, &tbonsent, take recourse to the borrowing
to that extent. Notwithstanding this, théndermay determine that, of the maximum amounts
of the municipalities, associations of municipabtiand special purpose associations, those
partial amounts which exceed the borrowing autlatios in the budget byelaw shall be
allotted to other municipalities, associations afimeipalities or special purpose associations

with an additional borrowing requirement.
Section 22

(1) Taking the situation on the capital market iobmsideration, the special committee of the
Council on the Economic Cycle (section 18 subsadqt®)) shall prepare a time schedule for a
period of not more than three months in each CHse order of the borrowing and the amount
shall, for the borrowing determined in the statytioistrument under section 20 subsection (1)
number 2, be set out in the schedule; the ternssealit may be set out.

(2) The Federal Ministry of Finance may declaréiasliing the time schedule prepared under
subsection (1) above or, if the special committeth® Council on the Economic Cycle has

failed to reach agreement, determine a time schkedlitih the consent of the Bundesrat.
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(3) In the case of an imminent deterioration of¢hpital market situation, the Federal
Ministry of Finance may, in consultation with theische Bundesbank, provisionally
suspend the execution of the time schedule. In sas#, it shall, within two weeks, enter into

new consultations with the special committee ofG@oencil on the Economic Cycle.

(4) The agencies designated in section 19 shalbbged, also with respect to such
borrowing as is not subject of the statutory instents under section 20 subsection (1)
number 2, to take the capital market situation adoount in the time sequence of the

borrowing and in the configuration of the termsdit.
Section 23

The individualLandershall, through suitable measures, ensure thairteirement of
financial resources by means of borrowing byltaed its municipalities, associations of
municipalities and special purpose associationanesrwithin the framework of the limits

ordered on the basis of this Act.
Section 24

(1) In the case of measures under sections 20, tth@3rinciple of equal seniority of tasks of

the Federation,anderand municipalities shall be observed.

(2) Consideration shall be given to the speciauwimstances of thiedanderof Berlin, Bremen
and Hamburg which simultaneously have to fullind and municipal tasks.

Section 25

The responsible suprerhandauthority shall, on request, supply the Federalistiy of
Finance with information about the borrowing regument of thd.and, the municipalities,
associations of municipalities and special pur@ss®ciations, about the nature and amount
of the borrowing raised by them as well as aboudtparty borrowing which in economic
terms is equivalent to borrowing raised by themsIMhe public special funds shall supply

directly the information under the first sentenbe\e.
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Sections 26 to 31

Section 32

Under section 12 subsection (1) and section 13estios (1) of the Third Transition Aobf
4 January 1952 (Federal Law Gazette I, p. 1),Abtsshall also apply in theand of Berlin.
Statutory instruments issued on the basis of tleissAall apply in théand of Berlin under
section 14 of the Third Transition Act.

Section 33

(1) Subject to subsection (2) below, this Act skealler into force on the day after its

promulgation.

(2) The regulations stated in section 26 numbeittdd (a) and in section 27 number 2
concerning section 23a subsection (1) number @rlgt) of the Corporation Tax Act shall

enter into force on 1 January 1969.

8 Drittes Uberleitungsgesetz



